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Operating performance in line; maintain SELL
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EXID’s Q3FY12 results came in ahead of estimates on above-expected revenue
growth. The operating performance, however, was in-line with a QoQ improvement

in margins. In our view, the near-term overhang of increasing competitive intensity

still looms over the sector, and confidence on sustainable margins would be a :::et NEW 22 ::z
prerequisite for re-rating. While we are building in a further ~200bps expansion in Previous Rs 115
margins, this could be a function of pricing action by competitors and hence Rating SELL
sustainability would be the key issue; also, the management believes that lead prices Previous SELL
may have bottomed out. We thus maintain a SELL on EXID with a revised TP of 0 . .
. L. . % Upside / (Downside) (2)%
Rs 125 (Rs 115 earlier), rolling it forward to Mar’13 (based on 13x FY14 earnings). + Dividend yield 1%
+ Net revenues grew 19% YoY and 6.3% QoQ to Rs 12.5bn, beating our estimates by Total retun (1)%
11%. Revenue growth, sequentially, was aided by strong two-wheeler and industrial
segment (UPS/inverter) sales. For the automotive replacement demand too, the
management sees MoM improvement in volumes.
Company data
«  Operating performance improved QoQ, in-line with our estimates. EBITDA margins Market cap (Rs mn / US$ mn) 108,843 /2,162
expanded 520bps QoQ to 14.1%—marginally higher than estimates, after Outstanding equity shares (mn) 850.0
plummeting to 8.9% last quarter on higher cost inventory. RM costs came off 440bps BVPS (Rs) 36
QoQ as the company liquidated its high-cost inventory (as guided for in the previous Free float (%) 54.0
quarter) while operating leverage from higher revenues led to a 130bps QoQ decline 52-week high / low (Rs) 1737102
in other expenses. 2-month avg. daily vol (mn)/ value (US$ mn) 1/3
ADR/GDR premium (%) na.

% Smelter sourcing from subsidiaries currently stands at 52-53%. The technical
assistance agreement which the company recently inked would help it further expand
its smelter capacities.

Stock performance

% Adjusted net profit at Rs 1.14bn came in ahead of estimates, led by the revenue beat.
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Jan-07 Jan-08 Jan-09 Jan-10 Jan-11
Year End: 31 Mar FY10A FY11A FY12E FY13E FY14E
Revenue (Rs mn) 37,943 45,565 49,065 57,553 67,510
EBITDA (Rs mn) 8,897 8,817 7,098 9,211 10,796
Adj. PAT (Rs mn) 5,371 6,017 4,784 6,375 7,532
Adj. EPS (Rs) 6.3 7.1 5.6 75 8.9
Growth (%) 73.8 12.0 (20.5) 33.2 18.2
DPS (Rs) 1.0 1.2 15 15 2.0
ROIC (%) 61.0 488 31.2 38.1 419
ROE (%) 31.0 243 164 19.2 19.6
P/E (x)* 18.7 16.7 210 15.7 133
EV/EBITDA (x)* 1.3 114 142 10.9 9.3
P/BV (x)* 45 37 33 28 24

* Adjusted for value of subsidiaries
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Result highlights

Fig 1 - Actual vs estimated performance

(Rs mn) Actual Estimate % Variance
Revenues were ahead of our estimates Revenue 12,502 11,237 13

EBITDA 1,762 1,517 16.1

Adj net income 1,140 964 18.2

FDEPS (Rs) 1.3 11 18.2

Source: RCML Research

Fig 2 - Quarterly performance

(Rs mn) Q3FY12 Q3FY11 % Chg YoY Q2FY12 % Chg QoQ

Strong revenue growth QoQ helped by Revenue 12,502 10,502 19.0 11,761 6.3
robust automotive segment sales Expenditure 10,740 8,900 20.7 10,709 0.3
Operating profit 1,762 1,601 10.0 1,052 67.5

EBITDA margin (%) 14.1% 15.2% (110 bps) 8.9% 520 bps

Lower lead prices and a better product Other income 100 331 (70.0) 7 21
mix aid QoQ margin recovery Interest 12 19 (36.2) 16 (25.5)
Depreciation 250 212 18.1 247 15

PBT 1,461 1,702 (14.2) 719 103.1

Tax 418 458 8.7) 208 101.2

PAT 1,140 1,244 (8.4) 616 85.2

FDEPS (Rs) 1.34 1.46 (8.4) 0.72 85.2

Source: Company, RCML Research
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At current levels, lead cost for the
company stands at ~ Rs 125/kg

Having closed the unreasonable price
gap (15-17%) with competition that
prevailed earlier, EXID currently isn’t
contemplating any pricing action

In the Automotive Aftermarket, the
management believes it can increase
market share to 60% from 52-53%
currently

Barring any negative macro news flow,
the management believes lead price is
less likely to fall any further
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Management call highlights

Fig 3 - Sales volume

units Q3FY12 | Growth % YoY Growth % QoQ
Automotive OEM 915,179 (8.1) (5.1)
Automotive Replacement 1,134,821 (4.2) 7.6
Twowheelr EM 2572464, 78 (19
Two wheeler Replacement 977,536 111 16.5
Industral (milion ampere hour) w T T T T T 31
Source: Company, RCML Research
Fig 4 - Lead cost for Exide

Q3FY12 | Growth % YoY Growth % QoQ
Lead price per kg 1315 15.1 (1.7)
Source: Company, RCML Research
Fig 5 - Segment margins
% Q3FY12 | Q2FY12 | Change QoQ (bps)
Automotive 148 | 92 | 560 bps
Industrial 11 | 92 | 190 bps

Source: Company, RCML Research

Smelter sourcing from subsidiaries currently stands at 52-53%. The technical assistance
agreement which the company recently inked would help it further expand smelter

capacities.

While EXID has indicated some capex towards expanding its two-wheeler battery
capacities in FY13, it believes the automotive segment (SLI) has enough capacity to
satisfy potential growth.

The management has guided to FY12 Automotive segment (SLI) volumes of 9mn units
(YTD actual volumes: ~ 6mn units).

Outlook

X3

*

Volumes: On the Automotive side, the management sees MoM improvement in
replacement sales, while on the OEM side it believes that the likelihood of achieving a
growth rate in excess of 10% is low. Consequently, the mix (OEM-replacement) should
materially improve in favour of the replacement segment over the coming quarters. On
the Industrial side too, there is a strong uptick in demand led by inverter/UPS segments.
With its tie-ups for inverter manufacturing, EXID hopes to sell 30k—40k inverters p.m.
beginning Q1FY 13—in the process aiding inverter battery sales.

Margins: The management expects a sequential uptick in margins aided by: (a) lower
lead prices, (b) higher replacement sales (relative to OEM) in the Automotive segment,
and (c) a better product mix in the Industrial segment (higher inverter/UPS and lower
telecom battery sales). Longer term, it believes margins would sustain at 18—19%.

Competitive landscape: The management highlighted a slight increase in competitive
intensity in the high-margin automotive replacement market. However, these are largely
fringe local players with none having a pan-India/major regional presence.
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Profit and Loss statement

Y/E 31 Mar (Rs mn) FY10A FY11A FY12E FY13E FY14E
Total revenue 37,943 45,565 49,065 57,553 67,510
EBITDA 8,897 8,817 7,098 9,211 10,796
EBIT 8,091 7,983 6,112 8,138 9,652
Interest (106) (60) (21) (21) (1)
Other income/(Expense) 121 835 601 799 904
Exceptional items 0 678 0 0 0
EBT 8,106 9,436 6,691 8,916 10,534
Income taxes (2,735) (2,740) (1,907) (2,541) (3,002)
Extraordinary items 0 0 0 0 0
Min int./Inc. from associates 0 0 0 0 0
Reported net profit 5,371 6,696 4,784 6,375 7,532
Adjustments 0 (678) 0 0 0
Adjusted net profit 5,371 6,017 4,784 6,375 7,532
Balance sheet
FY10A FY1A FY12E FY13E FY14E
Accounts payable 3,912 5,276 6,721 7,096 7,028
Other current liabilities 1,031 1,327 624 937 1,405
Provisions 985 1,362 2,337 2,499 3,092
Debt funds 900 22 301 301 301
Other liabilities 0 0 0 0 0
Equity capital 850 850 850 850 850
Reserves & surplus 21,348 26,575 29,955 34,857 40,425
Shareholder’s funds 22,198 27,425 30,805 35,707 41,275
Total liabilities 29,026 35,410 40,788 46,539 53,102
Cash and cash eq 29 148 1,795 1,182 3,878
Accounts receivable 2,546 3,665 4,033 4,415 4,624
Inventories 6,068 8,590 9,691 10,641 11,333
Other current assets 476 885 932 1,036 1,148
Investments 13,354 13,780 14,780 18,780 20,780
Net fixed assets 6,767 8,358 9,572 10,500 11,356
CWIP 378 660 660 660 660
Intangible assets 0 0 0 0 0
Deferred tax assets, net (590) (675) (675) (675) (675)
Other assets 0 0 0 0 0
Total assets 29,026 35,410 40,788 46,538 53,102
Cash flow statement
Y/E 31 Mar (Rs mn) FY10A FY11A FY12E FY13E FY14E
Net income + Depreciation 6,177 7,530 5770 7,447 8,677
Interest expenses 106 60 21 21 21
Non-cash adjustments 0 0 0 0 0
Changes in working capital (760) (2,028) (688) (656) (509)
Other operating cash flow (285) (1,585) (565) (759) (860)
Cash flow from operations 5,238 3,978 4,538 6,053 7,329
Capital expenditure (1,076) (2,752) (2,200) (2,000) (2,000)
Change in investments (6,640) 169 (1,000) (4,000) (2,000)
Other investing cash flow 24 739 565 759 860
Cash flow from investing (7,692) (1,845) (2,635) (5,241) (3,140)
Issue of equity 5,299 0 0 0 0
Issue/repay debt (2,272) (672) 279 0 0
Interest expenses (134) (59) (21) (21) (21)
Dividends paid (748) (1,282) (514) (1,404) (1,473)
Other financing cash flow 0 (2) 0 0 0
Cash flow from financing 2,145 (2,014) (255) (1,425) (1,494)
Change in cash & cash eq (308) 119 1,647 (613) 2,696
Closing cash & cash eq 29 148 1,795 1,182 3,878
kaushal.maroo@religare.com 4
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Per share data

Y/E 31 Mar (Rs) FY10A FY11A FY13E FY14E
Reported EPS 6.3 79 5.6 75 8.9
Adjusted EPS 6.3 71 5.6 75 8.9
DPS 1.0 12 15 1.5 20
BVPS 26.1 32.3 36.2 42.0 48.6

Valuation ratios (adjusted for value of subsidiaries)

Y/E 31 Mar (x) FY10A FY11A FY12E FY13E FY14E
EV/Sales 26 2.2 20 1.7 1.5
EV/EBITDA 1.3 114 142 10.9 9.3
PIE 18.7 16.7 210 15.7 133
P/BV 45 3.7 3.3 2.8 24

Financial ratios

YIE 31 Mar FY10A FY11A FY12E FY13E FY14E
Profitability & Return ratios (%)

EBITDA margin 234 194 14.5 16.0 16.0
EBIT margin 213 175 125 14.1 143
Net profit margin 14.2 13.2 9.8 111 11.2
ROE 31.0 243 16.4 19.2 19.6
ROCE 217 224 14.9 173 178
Working Capital & Liquidity ratios

Receivables (days) 24 29 30 28 25
Inventory (days) 102 95 104 100 92
Payables (days) 49 46 52 52 45
Current ratio (x) 15 1.7 1.7 16 1.8
Quick ratio (x) 0.5 0.6 0.7 0.6 0.8
Turnover & Leverage ratios (x)

Gross asset turnover 2.8 29 2.8 29 3.1
Total asset turnover 13 13 1.2 1.2 13
Interest coverage ratio - - - - -
Adjusted debt/equity 0.0 0.0 0.0 0.0 0.0
Quarterly trend

Particulars Q3FY11 Q4FY11 Q1FY12 Q2FY12 Q3FY12
Revenue (Rs mn) 10,502 12,261 12,444 11,761 12,502
YoY growth (%) 15.0 19.0 8.0 4.3 19.0
QoQ growth (%) (6.8) 16.7 1.5 (5.5) 6.3
EBITDA (Rs mn) 1,601 2,119 2,223 1,052 1,762
EBITDA margin (%) 15.2 17.3 17.9 8.9 14.1
Adj PAT (Rs mn) 1,244 1,637 1,632 660 1,140
YoY growth (%) (4.5 21.7 (1.3) (60.2) (84)
QoQ growth (%) (25.0) 31.5 (0.3 (59.5) 85.2

DuPont analysis

FY12E FY13E FY14E
Tax burden (Net income/PBT) 66.3 63.8 715 715 715
Interest burden (PBT/EBIT) 100.2 118.2 109.5 109.6 109.1
EBIT margin (EBIT/Revenue) 213 175 125 14.1 14.3
Asset turnover (Revenue/Avg TA) 130.7 128.7 120.3 123.7 1271
Leverage (Avg TA/Avg equtiy) 130.8 129.1 1324 130.3 128.7
Return on equity 31.0 243 16.4 19.2 19.6
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Company profile Shareholding pattern
The company is the leading producer of storage batteries in India. It (%) Jun-2011 Sep-2011 Dec-2011
manufactures a wide range of storage batteries ranging from 2.5 Ah to Promoters 46.0 46.0 46.0
20,400 Ah capacities, covering a broad spectrum of applications.
Through its subsidiaries, the company operates two lead smelters that Fils 161 171 188
recycle lead supplying a significant amount of the company's lead Banks and Fls 15.7 15.0 135
requirements. Exide also owns 50% of ING Vysya Life Public 292 22,0 217
Insurance.

Recommendation history Stock performance

Date Event Reco price Tgt price Reco

& Buy @ Hold ® Sel

27-Sep-10  Sector Report 167 190 Buy 190

29-Mar-11  Sector Update 140 170 Buy 166

28-Apr-11  Results Review 150 170 Buy 141

3-Jun-11 Sector Update 164 170 Buy 117

5-Jul-11 Sector Update 163 170 Buy 92 -+ ' ' r r ' .
9-0ct11 Sector Update 131 170 Buy Jan-11 Mar-11  May-11  Jul-11  Sep-11  Nov-11  Jan-12
1-Nov-11  Results Review 122 115 Sell

4-Jan-12  Sector Update 113 115 Sell

23-Jan-12  Results Review 128 125 Sell
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